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U.S. Business Conditions 


The 1955 business expansion in the United States 
brought total industrial activity to a record high point 
where further expansion could no longer be general and 
where shifts of demand required adjustments in produc- 
tion. During the past six months accordingly, industrial 
activity was nearly stable but business and consumer 
demand shifted from one area to another. In this period 
some industries, including steel and many kinds of heavy 
goods, expanded output further, and their unfilled orders 
rose even more. In some other lines, including automo- 
biles, farm machinery, and synthetic textiles, the trend 
was downward. The significant fact in these adjustments 
is that the downward movements were not concurrent; 
this made it possible, for example, for the steel industry 
to continue operations at near-capacity levels despite a 
reduction of 30 per cent from December through Febru- 
ary in the amount of steel used by the automobile 
industry. 


Business reports during March reflect heightened op- 
timism and an extension of the boom. Industrial activity 
and employment were about the same as in other recent 
months if allowance is made for usual seasonal variations. 
Automobile operations are expected to hold steady for 
the next two or three months, and there is evidence that 
the decline in residential construction has ended and that 
the trend is now stable or rising. The January-February 
government survey of business plans indicates that, for 
1956 as a whole, capital expenditures for plant and 
equipment are likely to approach $35 billion, which 


The 1955-56 Whaling Season 


Production of whale oil during the 1955-56 Antarctic 
whaling season increased to 1,793,119 barrels, from 
1,776,954 barrels during the preceding season. Norway’s 
share of the catch was 655,000 barrels, that of the British 
Commonwealth 425,000, the Netherlands 85,000, Japan 
339,000, and Panama, 146,000. The U.S.S.R. reported 
143,000 barrels, against 162,000 in the preceding season. 


Source: Norges Handels og Sjofartstidende, Oslo, Nor- 
way, March 23, 1956. 


Europe 
U.K. Economic Survey 


The U.K. Government annual Economic Survey, pub- 
lished on March 27, states that the course of the U.K. 


would be 22 per cent more than in 1955. However, ex- 
penditures in the first quarter of 1956 were already at an 
annual rate of $33 billion, from which it appears that 
the projected rate for the year would entail a further 
increase of only 1 per cent in the second half of the 
year. A Federal Reserve survey of consumer purchasing 
plans indicates that consumer confidence is greater than 
last year and so are consumer incomes. Total retail sales 
in the first quarter of 1956 appear to have been lower, 
after allowance for seasonal changes, than in the last 
quarter of 1955, chiefly because of lower automobile 
sales; other expenditure categories increased, despite un- 
favorable weather at the peak of the Easter season. The 
rate of accumulation of business inventories appears to 
be slowing down, apart from automobiles, where stocks 
have risen somewhat more than seasonally. 

In this situation some further increase in prices seems 
likely. With production near capacity in key lines, there 
is little leeway for the increased spending plans an- 
nounced by business, consumers, and government. Rising 
demand for manpower, materials, and money can facili- 
tate increases in wages, prices, and interest rates, which 
soon spread throughout the economy. Wholesale prices 
are already at the highest point in more than four years, 
freight costs are up, and higher wage demands are in 
prospect in key industries. 

Source: The First National City Bank of New York, 
Monthly Letter on Business and Economic Con- 


ditions, New York, N.Y., April 1956. 


economy in 1956 will be determined by the speed with 
which the Government’s disinflationary measures over- 
come the existing momentum of the boom. The effects 
of these measures will be felt increasingly as the year 
proceeds. The exact timing of a change in the economic 
climate is difficult to forecast but, if the measures so far 
taken are slow in producing results, they will be rein- 
forced. The aim throughout 1956 will be to limit home 
demand so that more production can be exported and 
the growth of imports moderated. 


Analyzing economic developments in 1955, the Eco- 
nomic Survey states that the gross domestic product rose 
in real terms by £525 million, or 34 per cent—about 
£165 million less than in 1954. The increase in industrial 
fixed investment was (and still is) the main expansionary 


force in the economy. Measured at constant (1954) 
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prices, fixed investment (other than in dwellings) rose 
by £235 million, or 124% per cent, in 1955. Against this, 
consumers’ expenditure rose by £290 million, or 2% 
per cent, and investment stocks and work in progress by 
£210 million; there was a fall in current expenditure of 
the central government. The growth of investment and 
stocks is imposing a strain on the economy and is claim- 
ing too large a share of those types of industrial produc- 
tion (especially in the metals and metal-using industries) 
which are most in demand in foreign markets. While 
business expectations may be lowered and plans revised 
in 1956, the amount of work already in hand is so large 
that the rate of expenditure on fixed investment is likely 
to be appreciably higher than in 1955. While a high rate 
of productive investment remains an important national 
objective, other demands on resources must be restrained 
to make possible an increase in home investmert and an 
improvement in the balance of payments. 

Of the increase in consumers’ expenditure in 1955, 
about one quarter was on food, drink, and tobacco, and 
about one third on private motoring and cycling. Ex- 
penditure on household goods rose by about 5 per cent. 

Since aggregate domestic expenditure in 1955 rose by 
£630 million and exports by £245 million, while domestic 
output rose by only £525 million, there was an increase 
of £350 million in imports of goods and services (in 1954 
the increase was £150 million). This rise in imports was 
a major element in the deterioration of the U.K. current 
balance of payments, from a surplus of £205 million in 
1954 to a deficit of £103 million in 1955. Of the total 
adverse change of £308 million, £160 million was in the 
visible trade balance and £148 million was on account 
of invisibles; the latter resulted from a fall of £30 million 
in net shipping earnings (partly associated with the rise 
in imports) and from a number of fortuitous factors in- 
cluding large “one-time” payments by U.K. oil companies 
in the Middle East. 

The Economic Survey calls attention to the general rise 
of prices in the United Kingdom in 1955, noting that 
while output per man-year rose by 4 per cent, earnings 
rose by 8 per cent. The result was a rise in labor costs 
per unit of output. Raw material prices also rose—basic 
material prices by 6 per cent and fuel prices by 8 per 
cent. But the prices of finished manufactures rose by 
only 3 per cent, which supports other evidence that profit 
margins fell during the year. 

Sources: The Times and The Financial Times, London, 
England, March 28, 1956. 


U.K. National Income and Expenditure 


The gross national product of the United Kingdom in- 
creased by £865 million (5% per cent) in 1955, to 
£16,634 million. In 1954, the increase had been £1,023 
million, or 7 per cent. The smaller change in 1955 was 
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due partly to lower domestic output and partly to lower 
net income from abroad. Details of these and other 
estimates are given in a White Paper on National Income 
and Expenditure, published on March 28. 

The gross domestic product rose by £942 million (6 per 
cent), to £16,489 million, about two fifths of the increase 
being due to price changes (see item, U.K. Economic Sur- 
vey, above). Total personal income rose by 7 per cent, 
against 6 per cent in 1954. Of the 1955 increase, about 
70 per cent was accounted for by an 8% per cent rise 
in wages and salaries. Income from rent, interest, profits, 
and dividends rose by 8 per cent (against 44 per cent 
in 1954), and income from self-employment by 2 per 
cent (against 4 per cent in 1954). The rise in consumers’ 
expenditure took some three quarters of the increase in 
personal income; another one fifth went to income tax 
and national insurance contributions. 

Gross trading profits of companies and public corpo- 
rations increased by £231 million, or 8 per cent, in 1955, 
against 12 per cent in 1954. Increases in dividend and 
interest payments (before tax) absorbed £123 million, 
while tax payments increased by £4 million. Corporate 
income in 1955 was divided as follows: reserves, 43 per 
cent; dividends and interest, 30 per cent; U.K. taxation, 
22 per cent; and taxes and remittances abroad, 5 per cent. 
Source: The Financial Times, London, England, 

March 29, 1956. 


Ireland's Anti-inflationary Measures 


In presenting the budget—which is normally not sub- 
mitted until May—to the Dail on March 13, the Irish 
Minister for Finance announced the introduction of an 
import levy on a wide range of “less essential” goods. 
The Irish passive balance of trade increased in 1955 by 
£29.3 million, to £35 million, and it was thought that, 
unless some other factor intervened, the deficit would 
continue and even grow. The general level of duty is to 
be 3714 per cent, with a preferential rate of 25 per cent 
for U.K. and Commonwealth goods. The new duties are 
intended purely to curb spending, and the whole of the 
proceeds will be diverted to the capital expenditure pro- 
gram. Restrictions have also been placed on hire-purchase 
transactions. On motor vehicles the deposit will be 25 
per cent, and the maximum period of repayment two 
years. A new issue was announced of tax-free 4 per cent 
savings certificates, which would mature in six years. 
Source: The Manchester Guardian, Manchester, England, 

March 14, 1956. 


French Gold Prices 


The price of gold in Paris on March 15 reached the 
highest point recorded during the last three years. As a 
result of developments in Algeria and new fiscal measures 
contemplated by the Government, the price of the na- 
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poleon rose to 3,250 francs, and that of gold bars to 470 
francs per gram. Most of the increase in transactions was 
in gold coin. The market rate for U.S. dollar notes 
moved at the same time to 407 francs. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 17, 1956. 


Residential Construction in France 


Of the 279,000 dwellings started in France in 1955, 
208,000 were completed (against 162,000 completed in 
1954), of which 119,000 were financed mainly by the 
private sector and 89,000 by the Government, municipali- 
ties, or other public entities. The total cost was F 573 
billion (4 per cent of the gross national product) —F 398 
billion for private construction and F 175 billion for pub- 
lie construction. The average cost of a government- 
financed dwelling was about F 2 million, and that of a 
privately built dwelling was F 3.3 million. 


The Economic Commission for Europe (ECE), in a 
detailed study of the housing problem in France, con- 
cludes that the problem is still acute, despite the progress 
made in 1955. In order to meet the minimum demand 
resulting from the accumulated backlog, replacement of 
old houses, the increase in population (at present, 300,000 
per year), and shifts from one area to another within the 
country, the number of new dwellings constructed should 
be close to 300,000 per year for 20 consecutive years. 


Sources: Le Monde, March 18, 1956, and Agence Econo- 
mique et Financiére, March 21, 1956, Paris, 
France. 


Finnish Price Freeze 


The Finnish Government has introduced a price freeze 
on all domestic goods, as of April 1. Prices of all goods 
produced in Finland from Finnish or imported raw ma- 
terials may not exceed those charged on January 31, 
except where the price authorities grant special permis- 
sion. For milk and dairy products, the prices shall not 
be higher than those prevailing on February 13. Regu- 
lations will also be issued prohibiting increases in certain 
charges and fees. 


Source: Norges Handels og Sjefartstidende, Oslo, Nor- 
way, March 26, 1956. 


Prepayments for Finnish Exports to U.S.5.R. 


The procedure of the Bank of Finland in granting 
interest-free advances to Finnish exporters for the pro- 
duction of certain export goods destined for the U.S.S.R. 
has been changed. These advances are related to pay- 
ments, on contracts for vessels and other goods with a 
long delivery period, between the date of conclusion of 
the delivery contract and the final delivery date (see 
this News Survey, Vol. VIII, p. 135). 
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The new procedure, established by agreement between 
the Bank and the Finnish Government, authorizes the 
Bank to block out of the Treasury’s deposits with the 
Bank an amount corresponding to that part of the ad- 
vance which, together with the balance on the Finnish- 
U.S.S.R. clearing account, exceeds the swing margin of 
60 million rubles (US$15 million), fixed in the payments 
agreement between Finland and the U.S.S.R. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, February 1956. 


Italy's Economic and Financial Position 


The Sixth Economic Survey published by the Italian 
Government reports that the gross national product in- 
creased from Lit 11,820 billion in 1954 to Lit 12,901 
billion in 1955. At current prices the increase was about 
9.2 per cent, compared with 6.3 per cent in 1954; and 


in real terms it was 7.2 per cent, against 4.6 per cent in 
1954. 


Domestic consumption rose from Lit 9,576 billion to 
Lit 10,213 billion, or by 6.7 per cent. The standard of 
living improved substantially, and the consumption of 
food as well as of nonessential products increased. Ac- 
cording to official data, expenditure on durabic household 
goods increased by 5.5 per cent and on entertainment by 
6.5 per cent. Expenditure on transportation rose by 13 
per cent. 


Gross investment increased by 17.6 per cent, from 
Lit 2,489 billion to Lit 2,925 billion. The ratio of invest- 
ment to gross national product rose from 21.1 per cent 
to 22.6 per cent, reaching a level which is equaled by 
only a few other European countries. The most signifi- 
cant increases in investment were in house building (18.7 
per cent) and industry (10.8 per cent); investment in 
agriculture increased by 6.5 per cent. 


The number employed in nonagricultural enterprises 
increased by 300,000 in 1955. Since the working popula- 
tion is estimated to have increased by about 110,000, it 
may be assumed that, in addition to the integration of 
the younger generation into the working process, 190,000 
persons have been newly employed. With the exception 
of certain industries, such as textiles, unemployment was 
reduced substantially. Nevertheless, the total of registered 
unemployment in Italy continues to be larger than in any 
other Western European country, amounting to approxi- 
mately 2 million. 

Wholesale prices in 1955 remained unchanged from 
the level of the previous year, but the cost of living 
increased slightly, mainly because of the adjustment of 
rents which followed the relaxation of public rent con- 
trols and of an increase in some food prices. The bank- 
note circulation increased by 6.6 per cent, which corre- 
sponds roughly to the increase in the national income. 
The improvement in wages continued, the hourly wage 
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rate rising by 6.4 per cent and total wages paid by 
employers increasing by 6.6 per cent. The foreign trade 
turnover expanded substantially; the value of imports 
rose by 1] per cent and of exports by 13 per cent. Since 
the total amount of imports is much higher than that of 
exports, the trade deficit rose from Lit 500 billion in 
1954 to Lit 531 billion in 1955. This was more than 
offset, however, by a surplus in the balance of invisibles, 
so that the total deficit on goods and services fell from 
Lit 245 billion to Lit 236 billion. 

Source: Neue Ziircher 


March 23, 1956. 


Zeitung, Ziirich, Switzerland, 


Marketing of German Coal 


The High Authority of the European Community for 
Coal and Steel on February 15 approved detailed plans 
for a new German sales organization, based on the com- 
petitive principles of the Community Treaty, which on 
March 31 replaces the Gemeinschaftsorganisation Ruhr- 
kohle (GEORG) in handling the annual sale of 80 mil- 
lion tons of Ruhr coal. Three independent sales agencies, 
Geitling, Mausergatt, and Prasident, will be formed from 
the 55 companies which constituted the GEORG cartel; 
the companies will be grouped in such a way as to enable 
each agency to have available a full range of the coal 
qualities necessary to meet all demands. No personnel 
links will be permitted between the managements of the 
three companies. Exports to countries outside the ECCS 
will be handled by a separate export company. The 
three agencies will be permitted to set up a Joint Office 
responsible for cooperation in emergency situations, esti- 
mates of production and sales, the loading of seagoing 
ships, and the pooling of transport costs to f.o.b. Ruhr 
ports or f.o.b. seaports. The Joint Office will also per- 
form functions, not in contradiction to the Community 
Treaty, in joint fuel research, publicity, and market re- 
search. Its main task will be to supply large consumers, 
which means those who place orders for more than 50,000 
tons yearly; for this purpose it will control a central 
stock, through which 10 million tons a year will pass for 
the West German Federal State Railways and up to 12 
million tons for other large users. With a view to main- 
taining full employment, fewer central stock orders will 
be placed at times when orders for coal exceed supply; 
and when demand becomes slack in any particular area, 
the laying off of workers would be avoided by passing 
orders for the central stock to the mines most affected 
by the decline in orders. 


Source: Bulletin from the European Community for Coal 
and Steel, Luxembourg, April 1956. 


Greek Investments 


Investments in Greece declined immediately after 1950 
as a consequence of the curtailment of foreign aid and 
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the completion of the postwar reconstruction program. 
In 1953, when the drachma was devalued, total invest- 
ment started to increase again, although public investment 
continued to fall. Total investment (calculated in terms 
of 1951 purchasing power) amounted to Dr 5,861 million 
in 1950, Dr 4,275 million in 1952, and Dr 5,742 million 
in 1954, The ratio of private investment to total invest- 
ment rose from 55 per cent in 1950 to 66 per cent in 1952 
and 71 per cent in 1954. 

Higher private investment during recent years reflects 
primarily increased construction, particularly of dwell- 
ings. The index of dwelling construction increased to 
133.9 (1951=100) in 1953 and 149.8 in 1954. On the 
other hand, the index of factory construction was only 
35.4 (1951=100) in 1953 and 50.1 in 1954. Although 
total public investment has been decreasing, investment 
in electric energy has been rising, except in 1952. The 
decline in public investment continued in 1955, when 
from January to November it is estimated to have fallen 
to an average monthly rate of Dr 67 million (in 1951 
purchasing power), compared with an average rate of 
Dr 133 million in the preceding four-year period. Public 
investment is not expected to increase in 1956, primarily 
because of the present position of the budget. 

In the three-year period from 1951 to 1953, fixed in- 
vestment (public and private) averaged 12.5 per cent of 
the gross national product and 11.5 per cent of total 
available resources (i.e., gross national product plus the 
import surplus). Over-all investment (i.e., including in- 
ventories) during the same period averaged 16 per cent 
of the gross national product and 15 per cent of total 
available resources. 


Sources: Nea Oikonomia, February 1956, and To Vima, 
March 18, 1956, Athens, Greece. 


Middle East 
Commercial Rates of the Saudi Riyal 


The Minister of Finance and National Economy of 
Saudi Arabia has fixed the value of the Saudi riyal, for 
commercial transactions, in terms of U.S. dollars and 
sterling as follows: U.S. dollar=3 riyals 17 qurush; 
pound sterling=10 riyals 9 qurush. (One riyal equals 
22 qurush or piasters. ) 
Source: Le Commerce du 


March 10, 1956. 


Jordan's Agricultural Bank 


The capital of the Agricultural Bank of Jordan will be 
increased by JD 500,000 over the next five years by gov- 
ernment contributions of JD 100,000 per year. The pres- 
ent capital of the Bank, about JD 335,000, is fully loaned 
out. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
March 10, 1956. 


Levant, Beirut, Lebanon, 
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Agricultural Bank of Iraq 


The annual report of the Agricultural Bank of Iraq, 
covering the period April 1, 1954-March 31, 1955, shows 
a substantial increase in the Bank’s operations since its 
establishment in 1950. The Bank started with a paid-up 
capital of ID 2 million (ID 1=US$2.8) and two loans 
from the National Bank of Iraq, totaling ID 750,000. In 
1954-55, the Bank’s advances totaled ID 1,568,000, com- 
pared with ID 1,354,000 in the previous year. Loans vary 
in size from ID 100 to ID 3,000. The interest rate charged 
by the Bank is 3 per cent if the loan is secured by crops 
or if it is made to a cooperative and its use is supervised 
by the Bank; otherwise, it is 5 per cent. 


Source: The Iraq Times, Baghdad, Iraq, March 14, 1956. 


Flood Control Irrigation and Power in Iraq 


The first and main part of the Wadi Tharthar scheme, 
the barrage across the Tigris River, has been completed, 
protecting the lowlands in central and southern Iraq 
from the spring floods. The barrage is designed to raise 
the water level from the ordinary flood level of 205 feet 
to about 224 feet, and to divert flood waters at a discharge 
capacity of 8,350 tons per second into the Tharthar de- 
pression lake to be used for irrigation purposes. The 
Government is also considering the construction of an- 
other barrage on the Tigris in the northern part of the 
country, which would prevent inundations and permit 
all-year irrigation in what is presently a rain-fed zone. 
This project includes the construction of a hydroelectric 
power station. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., March 1956. 


Pakistan's Balance of Payments 


With total foreign exchange earnings of PRs 598 mil- 
lion and payments of PRs 435 million, Pakistan’s balance 
of payments surplus for the period October-December 
1955 was the largest for any quarter since the middle of 
1951. Receipts from raw jute exports provided one half 
of total foreign exchange earnings, while receipts from 
jute manufactures amounted to PRs 24 million and those 
from nontrade sources to PRs 60 million. Payments on 
private account were PRs 274 million, and on govern- 
ment account they were PRs 161 million. Pakistan had 
payments surpluses with all the major trading areas 
except the United Kingdom. The surplus with the dollar 
area was PRs 28 million, with the EPU countries other 
than the United Kingdom PRs 136 million, with Japan 
PRs 28 million, and with India PRs 18 million. The pay- 
ments deficit with the United Kingdom amounted to 
PRs 127 million. 

Source: Government of Pakistan, Press Information De- 
partment, Karachi, Pakistan, Release, March 10, 
1956, 


Far East 
Indian Industrial Programs 


The state-owned National Industrial Development Cor- 
poration has recommended to the Government of India 
that it be authorized to undertake the investigation of 
four more projects and, if desirable, to put them into 
operation. These projects pertain to the manufacture of 
industrial machinery and plant, aluminum, phosphorus, 
and synthetic rubber. The Corporation will examine the 
technical and economic aspects of machinery manufac- 
ture, and the manner in which it can be related to exist- 
ing capacity in the private and public sectors of industry, 
as well as the new capacity which the Corporation itself 
will set up. In regard to the project for foundries and 
forges, for which discussions have been going on with 
companies in the United Kingdom, Germany, Czecho- 
slovakia, and Japan, the Corporation disclosed that a 
company is being engaged to prepare a detailed report 
specifying the plant and machinery to be procured. 

The demand for aluminum in India is expected to rise 
to between 20,000 and 40,000 tons by 1961, against the 
existing capacity of 7,000 tons. In regard to phosphorus 
production, the Corporation believes that there is ample 
scope for a factory to supply the needs of the match 
industry, to stimulate the production of phosphatic fer- 
tilizers, and to facilitate the development of intermediates 
for dyestuffs and drugs, as well as for defense require- 
ments. 

Source: The Financial Times, London, England, 
March 26, 1956. 


Government Loans in Thailand 


The National Assembly of Thailand has passed a bill 
authorizing the Ministry of Finance to float a 2 billion 
baht loan for economic development. 

Sources: The Bangkok Post, Bangkok, Thailand, Janu- 
ary 20 and 23, 1956. 


The Rice Situation in Vietnam 


Vietnam’s rice harvest in 1955 was reported to be very 
satisfactory, compared with preceding years. This was 
due to good weather conditions, restoration of order and 
security in the provinces, and the large-scale application 
of chemical fertilizers. The Ministry of Economy has 
announced that at least 300,000 metric tons of rice would 
be available for export in 1956. During December 1955, 
however, there were no rice exports. 

The Government has restored as of January 9, 1956 
the free shipment of rice in the interior. The rice mar- 
kets of Saigon and Cholon have also resumed their activi- 
ties after an interruption of almost three months. The 
rice price (No. 1, 25 per cent broken) in the Saigon- 
Cholon market during the week of January 9-13, 1956 
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was 5,800 Vietnam piastres per metric ton (equivalent 
to US$166 per metric ton at the official rate of 35 Viet- 
nam piastres per U.S. dollar, or US$68 per metric ton 
at the curb exchange rate of 85 piastres per U.S. dollar). 

Rehabilitation of the southwest rice region will permit 
a significant increase of production in 1956. One hun- 
dred thousand refugees from North Vietnam will soon be 
resettled in the southwest region, where 77,000 hectares 
of fertile land were abandoned ten years ago. This re- 
settlement work is being undertaken under the supervision 
of the Directorate of Planning and Reconstruction, and 
the program will be supported by U.S. aid. The land to 
be allotted to each family of settlers will be 4 hectares or 
less, according to the type of rice land. 


Sources: Banque Nationale du Vietnam, Bulletin Econo- 
mique, Saigon, Vietnam, December 31, 1955 and 
January 15, 1956. 


United States and Canada 
U.S. Balance of Payments 


U.S. transactions with other countries during the last 
quarter of 1955 reflected continuing expansion in busi- 
ness activity both at home and abroad. U.S. payments 
during the quarter, seasonally adjusted, were at the rec- 
ord annual rate of $22.2 billion, a 7 per cent rise from 
the last quarter of 1954. The principal element in this 
increase was merchandise imports, which rose more than 
could be explained by the change in U.S. business activ- 
ity alone. Both coffee and sugar imports were above 
the cugrent rate of consumption and compensated for the 
lag in imports relative to current demand earlier in the 
year. The change from an inflow into the United States 
of short-term capital in the third quarter to an outflow 
in the fourth quarter was also much greater than usual. 
Continuance of a high rate of dollar supply in early 1956 
is suggested by the short U.S. supply position for certain 
raw materials, particularly metals, a continuing upward 
trend in imports of consumer goods, in tourist expendi- 
tures, and in transportation payments, and by the im- 
probability that government nonmilitary grants will de- 
cline further this year. 

Foreign expenditures in the United States in the 
fourth quarter of 1955, seasonally adjusted, were at an 
annual rate of $20.2 billion, about 8 per cent more than 
a year earlier. The adjusted rate of U.S. merchandise 
exports was $14.6 billion, the same as in the third quar- 
ter and the highest since 1947. Agricultural exports 
were smaller than a year earlier, however, as smaller 
cotton exports were only partially offset by larger ship- 
ments of other farm products. The upward movement in 
exports during 1955 reflected heavy shipments of indus- 
trial raw materials to Europe early in the year, and in- 
creases in consumer items and machinery in the fourth 
quarter. Total exports of finished goods to Latin Amer- 
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ica, the outer sterling area, and Canada also rose in the 
fourth quarter. 

Through transactions with the United States, foreign 
gold and dollar assets increased by about $250 million 
in the fourth quarter, compared with an increase of nearly 
$400 million a year earlier. The difference was due 
mainly to a decline in Canada’s dollar assets and to 
smaller accumulations by continental Western European 
countries. The improved position of other areas is indi- 
cated by the larger accumulations of dollar assets by the 
Latin American and Far Eastern countries and the smaller 
losses of the United Kingdom. 


Source: Department of Commerce, Survey of Current 
Bisiness, Washington, D. C., March 1956. 


U.S. Farm Surplus Agreements 


Recent triangular trade arrangements for the export of 
U.S. agricultural surpluses include agreements with 
Spain, Italy, and Austria. A March 5 agreement with 
Spain for the export of $65 million worth of U.S. farm 
products (see this News Survey, Vol. VIII, p. 290) has 
been amended to provide for an additional $5 million of 
wheat which would be re-exported to Switzerland in 
exchange for Swiss francs or credits with which Spain 
could buy Swiss industrial goods. 

The agreements with Italy and Austria provide for the 
sale of $5 million to each country of U.S. grain, cotton- 
seed oil, and linseed oil to be paid for with local curren- 
cies. These currencies will then be made available by 
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the United States to countries where the United States 

has defense or economic aid programs that require goods 

available in Italy and Austria. 

Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., April 2, 1956; The 
Journal of Commerce, New York, N.Y., April 2, 
1956. 


Canadian National Income in 1955 


The gross national product of Canada in the calendar 
year 1955 was Can$26.6 billion, an increase of more 
than 10 per cent over the $24.1 billion achieved in the 
recession year 1954. Since prices were relatively stable, 
most of the increase reflected changes in the volume of 
output, which was some 6 per cent above that in the 
previous peak year, 1953. Of the increase over 1954, 
about $300 million was due to a larger grain crop, and 
the remaining $2.2 billion to nonfarm production. The 
expansion in nonfarm production was especially marked 
in the primary industries, notably mining, but there 
were also strong increases in building and in manufac- 
turing industries, especially in durable goods and textiles, 
which were particularly affected by the 1954 recession. 

The rise in production was the result of a gain of $2.5 
billion in final sales, accompanied by a $700 million 
increase in inventories; of this increase in demand, $800 
million, or approximately one quarter, was met by addi- 
tional imports. Most of the increase in nonfarm produc- 
tion took place during the first half of the year, the rate 
of increase slackening in the second half as a number of 
industries approached capacity output. Total demand, 
however, especially for building up inventories, continued 
to rise through the end of the year, and the slackening 
of domestic production in the second half was largely 
compensated by a rapid increase in imports. Over half 
of the increase in final sales was due to personal con- 
sumption and housing outlays, which together rose by 
$1.3 billion; exports accounted for a further $600 mil- 
lion, and business investment and government purchases 
for $300 million each. Of the increase in inventories, 
part was due to increased farm stocks, but the grester 
part, some $400 million, was in business inventories. 
which had been reduced sharply in 1954. This increase, 
which was mainly at the manufacturing and trade levels, 
was necessitated by the rising level of activity and was 
not excessive in relation to demand, since stock-sales 
ratios were, in general, lower than in 1954. 

Accompanying the increase in output and employment 
was a 7 per cent increase in labor incomes and a 20 per 
cent increase in investment income, with corporation 
profits rising by about 24 per cent. While the accrued 
net income of farmers rose with the increase in produc- 
tion, much of the additional grain produced went into 
inventory, and farm cash income actually declined 
slightly. Personal incomes as a whole rose by 9 per cent, 


with real income per capita showing the sharpest gain in 

any postwar year; despite the rise in consumption, sav- 

ings (excluding farm inventories) rose from 6.1 per 

cent of personal income in 1954 to 6.4 per cent in 1955. 

Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Fourth Quar- 
ter and Preliminary Annual 1955, Ottawa, Can- 
ada, March 1956. 


Latin America 


Mexico's International Indebtedness 


Between 1942 and the end of 1955, Mexico received 
credits from abroad totaling $406.9 million, of which 
$176 million has already been amortized. Interest pay- 
ments amounted to $46.1 million. The Export-Import 
Bank of Washington was the main source of credit, but 
in 1955 the International Bank for Reconstruction and 
Development was responsible for the larger part of the 
credits received. Of the amount outstanding at the end 
of that year, $107.2 million was owed to the Export- 
Import Bank and $95.7 million to the IBRD. 

Source: Banco Nacional de Mexico, S.A., Review of the 
Economic Situation of Mexico, Mexico, D.F., 
February 1956. 


New Import Restrictions in Ecuador 


The Monetary Board of the Central Bank of Ecuador 
has adopted two measures whereby certain imports are 
prohibited or temporarily suspended. The measures, 
which became effective on March 17, 1956, are designed 
to halt the decline of the Central Bank’s exchange reserves, 
which during the first two months of 1956 had amounted 
to approximately US$4 million. 

The temporary suspension of imports affects cars and 
station wagons, radios and record players valued at 
more than $100, pianos and accordions, gramophones, 
pistols and revolvers, certain cosmetics, and hard liquors. 

The list of prohibited imports includes a variety of 
silk, cotton, and woolen textiles, garments, hosiery, and 
embroideries; silverware, sundry glassware, and orna- 
mental glass and metal ware; aluminum ware, pictures, 
and other works of art; toys; certain stationery and 
paper articles; certain leather goods; processed cork; 
porcelains, tiles, and bricks (other than refractory ma- 
terials) ; wheat and other flour, refined edible oils, garden 
vegetables, citrus fruits, dried fruits, fruit preserves, 
canned soup, canned meat and fish, seasonings, sauces, 
vinegar, pastes, and confectionery; matches; combs; 
furs: and a variety of other miscellaneous consumer 
goods. 


With a few minor exceptions, the goods affected by 
these measures were previously included in List II im- 
ports, which are paid for at the free market rate of 


exchange. A number 


had been 


of the commodities 





316 


shifted from List I to List II in June-July 1955 (see this 
News Survey, Vol. VIII, p. 48). The exchange for List II 
imports may be bought either from the Central Bank of 
Ecuador at the rate of S/ 17.40 per U.S. dollar or in the 
uncontrolled brokers’ market, where the dollar rate has 
recently risen to about S/ 17.90. 


Source: El Comercio, Quito, Ecuador, March 17, 1956. 


Other Countries 
New Zealand Government Loan Interest Rates 


New interest rates for the conversion of four New 
Zealand Government loans maturing in 1956 and the 
next financial year have been announced by the Minister 
of Finance, who stated that the Goverment would offer 
a return of 4'% per cent on short-dated stock maturing 
on June 15, 1961, and of 45% per cent on long-dated 
stock maturing on June 15, 1966-67. The stock would 
be issued at par. These rates are the highest that have 
been offered for 24 years on government loans. The 
Minister of Finance has also announced that the maxi- 
mum interest rate for loans to local bodies has been 
raised by % per cent, to 454 per cent (see this News 
Survey, Vol. VIII, p. 148). 

Sources: New Zealand Embassy, News from New Zea- 
land, Washington, D.C., March 1956; The Fi- 
nancial Times, London, England, March 20, 
1956. 


South African Gold Production 


The President df the Transvaal and Orange Free State 
Chamber of Mines has stated that at present 16 Rand 
mines are operating with a profit margin of less than 5s. 
per ton. In 1954 these mines produced gold valued at 
£43 million, and employed 15,000 Europeans and 107,000 
non-Europeans. At such a low profit margin, continued 
operation is likely to be short term if the present rise in 
costs continues. Increased mechanization requires an 
increased number of men for maintenance and construc- 
tion, and the supply of experienced men is now inadequate 
to meet the changed conditions. The average number of 
non-Europeans employed by the gold mines in 1955 was 
327,475, 7 per cent more than in 1950; but in spite of 
increased inducements, the native labor force continued 
to be below requirements. Recruiting from tropical 
areas increased from 40,000 to 55,000. 

Source: The Star, Johannesburg, South Africa, Febru- 
ary 24, 1956. 


Bank of Rhodesia and Nyasaland 
The Act establishing the Bank of Rhodesia and Nyasa- 


land came into operation on March 15. It was announced 
that as of April 1 the Bank would take over the assets and 
liabilities of the Central Africa Currency Board (see 
this News Survey, Vol. VIII, p. 292). 
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The Governor-General of the Federation of Rhodesia 
and Nyasaland has appointed Mr. A. P. Grafftey-Smith 
as Governor, and Mr, B. C. J. Richards as Deputy Gov- 
ernor, of the Bank. 


The Bank of Rhodesia and Nyasaland Act provides that 
the Bank may not lend to, or directly purchase Treasury 
bills or notes from, the Federal Government so that the 
amount outstanding at any one time exceeds 20 per cent 
of the Federal Government's estimated revenues for the 
financial year in which such advances are made; nor may 
the Bank invest in federal government securities with a 
maturity longer than six months a sum exceeding the 
capital and general reserve fund of the Bank plus 20 per 
cent of its liabilities to the public in the Federation. It 
is required to maintain a reserve of gold, sterling, or 
foreign assets convertible into gold or sterling equal to 
at least 25 per cent of its liabilities to the public. The 
Minister of Finance may, however, suspend this require- 
ment for a period not exceeding 60 days, and may extend 
the period of suspension for further periods not exceed- 
ing 60 days each. If suspension is to continue longer 
than six months, a resolution of the Federal Assembly is 
required. Every commercial bank carrying on business 
in the Federation is required to submit monthly returns 
to the Bank of Rhodesia and Nyasaland, and to maintain 
with the Bank a minimum reserve balance to be deter- 
mined by the Bank, but not less than 6 per cent or more 
than 25 per cent of its demand liabilities in the Federa- 
tion, and not less than 3 per cent or more than 10 per cent 
of its time liabilities. 


The Bank is prohibited from buying or selling sterling 
at rates which differ by more than 1 per cent from the 
parity determined by the Governor-General. A federal 
government notice states that the value of one pound 
unit of currency which is legal tender in the Federation 
shall be one pound sterling. 


Sources: Bank of Rhodesia and Nyasaland Act, 1956, 
and Federal Government Gazette, Extraordinary, 
March 13, 1956, Salisbury, Federation of Rho- 
desia and Nyasaland. 
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